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Profe sor Dagan hold the po ition that tobacco 
companies are liable for harm done bv the1r 
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compames are not liable for harm done bv their 
products. 
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Our analysis of the settlement 
concludes that some of the quid 
pro quo given by the states to the 
tobacco manufacturers is actually 
at the expense of third parties: 
competitors (and hence future 
consumers) and injured smokers. In 
particular, we show that the 
tobacco settlement secured two 
things for the tobacco companies: 
at least momentary safety from 
bankruptcy and protection against 
competition. 
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Our principal quarrel with the 
settlement as an agreed 
resolution of a tort claim is that 
some of the terms - reducing 
payments by the participating 
manufacturers if they lose market 
share to outsiders and inviting 
the states to enact a tax that 
deters new market entrants -
improperly redistribute costs from 
the tobacco companies' 
shareholders to their consumers. 
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Conclusions 
d n t laim that 
Because the settlement revenues 
go to identifiable beneficiaries 
in most states, persons in every 
state will shortly regard these 
benefits as an entitlement. The 
incentive of state officials to 
maintain the revenues will be 
correspondingly enhanced by the 
knowledge that particular, local 
voters depend on this revenue. 
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